Affirmative action has been at the heart of public policies towards the socially disadvantaged in India. Compensatory discrimination policies which have been adopted for the Scheduled Castes (SC) and Scheduled Tribes (ST) since independence were recommended for Other Backward Classes (OBC) by the Mandal Commission established by the Indian government in 1979. We examine why OBC have lower living standards, as measured by per capita household consumption expenditures, relative to the mainstream population, and whether these reasons are similar to those observed for SC and ST. We find that while the causes of the living standard gap for the OBC are broadly similar to those for the SC and ST, the role of educational attainment in explaining the gap is higher in importance for the OBC. 1 SC and ST were also favored by the Indian government in land redistribution policies, loan allocations, and a large number of other official development programs. Quotas were also introduced for SC and ST in state legislatures and local governments.
Introduction
Affirmative action policies to increase access to education and employment have been at the core of public policies towards historically disadvantaged or non-dominant groups in both developed and developing countries (Weisskopf 2004 , Mcharg and Nicolson 2006 , Yuill 2006 . Among developing countries, India has had perhaps the longest histories of affirmative action to counter caste and ethnic discrimination (Revankar 1971) . Article 46 of the 1950 Constitution pronounces "The State shall promote with special care the educational and economic interests of the weaker sections of the people, and, in particular, of the Scheduled Castes and the Scheduled Tribes, and shall protect them from social injustice and all forms of exploitation."
Articles 341 and 342 of the Constitution included a list of castes and tribes entitled to such provision, and the castes and the tribes included in these two lists were known as Scheduled Castes (SC) and Scheduled Tribes (ST) respectively. As a consequence of this provision, a policy of compensatory discrimination via reserved positions was implemented both at the national and subnational levels in the allocation of university places and public service appointments (Galanter 1984) .
1 While there were references in the Constitution to an undefined wider category of 'depressed' or 'socially and educationally backward classes of citizens', the identity of these groups --the 'other backward classes' --was left unclear (Bayly 1999) , and no special measures such as job reservations or quotas in educational institutions were implemented for these groups at that time.
Recently several papers have examined the causes of economic disparities among social groups in India. These studies attempt to answer why living standards among SC and ST are much lower than the rest of the population (Bhaumik and Chakrabarty 2006 , Kijima 2006 , Borooah 2005 , and Gang, Sen and Yun 2008 . Gang, Sen and Yun (2008) show that along with differences in educational attainment between SC and Other households, the occupational characteristics of SC households places them at a disadvantage compared to Other households, while for ST households, locational factors rather than occupational characteristics are more important in explaining their higher poverty status. Borooah, Dubey and Iyer (2007) explicitly address the effectiveness of job reservations on the economic opportunities of persons belonging to the SC and ST, finding that the boost provided by job reservations in raising the proportion of SC and ST individuals in regular salaried employment is 5 percent.
During 1990 riots and other forms of civil disruption occurred throughout India to protest the proposed extension of quotas in educational institutions and public sector jobs to Other Backward Classes (OBC). These were known as the anti-Mandal Commission riots, named after the Commission which recommended the extension of the quotas in admission educational institutions and in public sector jobs to the OBC. The issue of whether the compensatory discrimination that have been provided by the Indian state to SC and ST should also be provided to OBC has remained at the heart of the affirmative action debate in India, with recent proposals to extend the reservation policies for OBC to elite institutions of higher education and to the private sector (Thorat 2004, Thorat, Aryamma and Negi 2005) . So far, there have been no studies that have examined the economic status of the OBC, and compared the determinants of the economic conditions of the OBC to the those of SC and ST social groups and the remainder of the population. Given the far-reaching implications of the Mandal Commission findings and recommendations for India's social fabric and the relevance of affirmative action policies in India for other countries with similar disparities 2 To make our social groups comparable, we did not confine our analysis of Other households to the 'forward caste' Hindu population, as several SC and OBC households were also classified as belonging to religions other than Hinduism. The individuals in these households may have been originally Hindu, but have converted to a different religion.
between social groups, this is an important gap in the literature. We study differences in living standards among social groups in India using Oaxaca decomposition analysis (Oaxaca 1973 Tribes on one hand and the mainstream population on the other. Finally, Section 6 provides a summary of our study and its main conclusions.
The Mandal Commission: Extending Affirmative Action to Other Backward Classes
In 1979, a commission under the chairmanship of B.P.Mandal -popularly known as the Mandal Commission -was established by the ruling Janata Party under the Prime Ministership of Morarji
Desai with the objective of identifying the Other Backward Classes (OBC). In 1980, it published its findings, placing a total of 3428 'communities' in the OBC category, comprising 54.4 percent of the country's population (Bayly 1999) . The Mandal Commission recommended that there should be employment quotas in public sector organizations (including nationalized banks and private sector undertakings which received financial assistance from the government in one form or the other) and reserved places in higher educational institutions of 27 percent for OBC in addition to the 22.5 percent job quotas and seats in higher educational institutions that were already in place for SC and ST (Ramaiah 1992) . The figure of 27 percent was arrived at as the Supreme Court limited total reservations to under 50 percent.
Due to a change in the government in 1979, the report from the Mandal Commission was shelved. In 1989, a successor party to the Janata Party -the Janata Dal -achieved power as the leading element of a national coalition government under the Prime Ministership of V.P. Singh and announced plans to implement the Mandal Commission recommendations, significantly increasing quotas in public sector employment and in university admissions for the communities which had been classified as OBC by the Mandal Commission. The announcement led to significant violent resistance in many parts of India, including a series of widely publicized self-immolations by highcaste students (Bayly 1999) . In recent years, with the coming to power of the Congress-led Government of Manmohan Singh in 2004, there have also been proposals to extend the job quotas to private sector jobs and to certain privileged institutions of higher education which had been omitted earlier from the reservations policies for OBC earlier.
Unlike the case of compensatory discrimination policies for SC and ST implemented in the immediate post-independence period which were widely regarded as justified and did not cause much controversy, there has been significant criticism of the Mandal Commission findings and recommendations. Firstly, the methods and criteria adopted by the Mandal Commission to define a 'backward class' were widely regarded as flawed raising skepticism whether the communities determined to be OBC by the Commission were truly socially disadvantaged or deserving of the 3 It is possible that the discrimination against OBC had already been reduced when the 1999-2000 survey was conducted as compared to the time of the Mandal Commission study, because several Indian states may have implemented the Mandal Commission recommendations before the survey.
massive welfare programs subsumed under reservation policy (Beteille 1992 , Radhakrishnan 1996 .
Secondly, several observers felt that the reasons successive governments tried to implement the Mandal Commission recommendation had more to do with political factors than economic and social justification, as several of the communities included in the Mandal Commission's list of OBC formed important 'vote banks' for political parties both in power and in opposition (Sivaramayya 1996 , Bayly 1999 .
Data and Descriptive Statistics
For our analysis we use the 55th round of India's National Sample Survey (NSS) on consumer expenditure in rural and urban areas collected in 25 states and 7 Union Territories. The survey period extended from July 1999 to June 2000. The 55th round was the first time the NSS demarcated OBC from other non-scheduled caste Hindus in the expenditure survey. In previous rounds, expenditure data on OBC were combined with other non-scheduled caste Hindus, making earlier examination of differences in living standards between OBC and Other households impossible.
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The NSS data is a cross-section of a geographically distributed random sample of households. Besides information on household consumer expenditure and demographic behavior, the NSS contains detailed questions on other household characteristics such as the educational level and occupation of the head of the household. Since the NSS provides expenditure data by household, our estimates of monthly per capita expenditures are at the level of the household, not at the level 4 This distinction becomes important when there are significant differences in the intra-household consumption of food and other necessities across the SC, ST, OBC and Other households.
of the individual. 4 We restrict our sample to households where the age of the head of the household is between 20 and 70 years. Tables 1 and 2 show the mean characteristics of the sample rural and urban households, respectively. We first describe the mean characteristics of rural households ( We next describe the mean characteristics of urban households (Table 2) 
Determinants of Living Standards
To study determinants of living standards, we regress log monthly per capita expenditure on various household characteristics in addition to state/region fixed effects. The regression equation is , where y, , and are, respectively, an N×1 vector of log monthly per capita expenditure, an N×K matrix of independent variables, and a K×1 vector of coefficients. We now discuss the specification of our regression equation, which we estimate using ordinary least squares for households in the Others group, other backward classes (OBC), scheduled castes (SC) and scheduled tribes (ST), separately. We also discuss the implications of the estimated coefficients on the determinants of living standards.
Our focus is on education and occupation. To capture the effect of education on the household's living standards, we use dummy variables corresponding to the highest educational level completed by the head of the household. We include dummy variables corresponding to 'literate, below primary level', 'literate, below secondary level', 'literate up to secondary level', and 'literate, higher secondary and above' (the reference group is households where the head of the household is not literate). With respect to occupation, we include dummy variables corresponding to four occupational groups for rural households -self-employed in non-agriculture, self-employed in agriculture, agricultural labor and non-agricultural labor -and three occupational categories for 5 The NSS classifies rural and urban households in occupational categories according to the main source of income reported for each surveyed household. This is called the "principal occupation code" of the household. The principal occupation is defined to be that which contributes at least 50% of household income. The category we term 'miscellaneous' includes those where no one income source exceeds 50% or more of total income. Thus, the households in this category have very diversified income sources or more than one earning member. 6 There are 32 states and union territories in the 55th round of the NSS consumer expenditure survey.
urban households -self-employed, waged/salaried workers, and casual labor (with the reference group for both rural and households being the occupational category we termed the 'miscellaneous' category).
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Besides the explanatory variables capturing occupation and educational levels, we include in our analysis a number of background and demographic variables. We include the generational impact reflected by the age of the person. We use two variables: age (number of years), and agesquared (number of years of age-squared divided by 100), to reflect the non-linear effects of age on living standards. We incorporate the effect of household size on living standards, as previous studies have noted a negative relationship between per capita expenditures and the size of the household (Krishnaji 1984) . Given the possible presence of economies of scale in household consumption, we include household size squared as an additional control variable. We also include total cultivated land owned by the household as a measure of the household's wealth status for rural households.
We include controls for the location of the household. There are significant differences in rural living standards across Indian states, with states in North-Western India (Haryana, Punjab) along with the state of Kerala having higher living standards than the national average (Datt and Ravallion 1998 The OLS estimates of the regression equation for the rural sample are reported in Table 3 , and for the urban sample in expenditures decrease then increase with the size of the household.
Accounting for Differences in Living Standards
In this section, we seek to explain why living standards are lower among OBC households as compared to Others, and see whether the determinants in the living standards gap between OBC and
Other households is different than those for SC versus Other households, and ST versus Other households.
Sources of differences in living standards can be found from differences in household characteristics across groups (characteristics effect) and from differences in returns to household characteristics across groups (coefficients effect). The characteristics effect relies on the possibility that the characteristics or attributes of households contributing to living standards may differ among groups. For example, one group may have less education than another group, or be in"bad" jobs. The characteristics effect reflects how differences in the attributes of households among groups affect differences in living standards.
The coefficients effect relies on the possibility that the effectiveness of household characteristics, reflected in regression estimates, may vary across groups. For example, education may be less effective in raising living standards in scheduled and OBC households compared with
Other households. The coefficients effect reflects how differences in the regression coefficients across groups affect living standards.
As argued by Gang, Sen and Yun (2008) , interpreting these two effects is always difficult and controversial as shown in studies decomposing wage differentials. The popular interpretation is that the characteristics effect is not due to discrimination while the coefficients effect may be related to an outcome of unequal treatment by society (discrimination). Though differences in characteristics are supposed to reflect differences in income generating qualifications and credentials possessed by various groups, it is possible that the disparity in attributes might result from widespread discrimination against the scheduled and OBC groups in terms of educational opportunity and occupational choice. On the other hand, it is not clear that discrimination is the only source for the existence of the coefficients effect. For example, educational quality may differ between scheduled and non-scheduled households for reasons not due to discrimination. Hence, the differences in the coefficients on education may also capture differences in education quality between the scheduled and non-scheduled in addition to capturing discrimination. Therefore, our interpretation is that the coefficients effect captures the amount of the living standard gap caused by the differences in the effectiveness of characteristics in enhancing living standards between the comparison groups. These 8 A decomposition equation with a different parameterization, that is, , is possible; our results with it are not substantially different from those presented here and are available from the authors upon request. Another issue when interpreting the decomposition results is that the coefficients effect in the detailed decomposition is not invariant to the choice of omitted groups when dummy variables are used (see Oaxaca and Ransom 1999 , for details of this issue).
We follow a solution suggested by Yun (2005) that, if alternative reference groups yield different estimates of the coefficients effects for each individual variable, it is natural to obtain estimates of the coefficients effects for every possible specification of the reference groups and take the average of the estimates of the coefficients effects with various reference groups as the "true" contributions of individual variables to differentials. While appearing cumbersome, this can be accomplished with a single estimation. We can transform our regression estimates into a normalized equation and use the normalized equation for our decomposition (see Yun 2005 and Gang, Sen and Yun 2008, pages 68-69) .
caveats should be kept in mind in interpreting decomposition results.
Using regression estimates of living standards, we can decompose the average differences in living standards measured in terms of per capita monthly expenditure between group A and B as follows:
,
where the first and the second components represent the characteristics effect and the coefficients effect, respectively, and "over bar" represents the value of the sample average. Since OLS is used, the residuals effect ( ) disappears. 8 We now discuss our empirical findings from the decomposition analysis. We focus on the percentage share that tells us what percentage of the total living standard gap is accounted for by that particular element or group of elements. We discuss the overall effects first, and then break down the overall effects into smaller subgroups. We discuss the living standard gap of OBC relative to Other households in Table 5 , for SC relative to Other households in Table 6 , and that of ST compared with the Other households in Table 7 . In Tables 5, 6 and 7 we provide the results of the aggregate breakdown, and of key groups of variables, for both rural and urban samples for the each of the paired comparisons.
We proceed by first discussing the aggregate effects and sub-aggregate effects for rural OBC households ( In the first half of Table 5 , we also see the breakdown of characteristics and coefficients effects into important variable groupings for the rural sample. We see the importance of the education effect for occupation in determining the living standard gap, contributing 22.5 percent. The coefficients effect of education is a negative 3.8 percent. Thus, it is the characteristics effect of education rather than its coefficients effect, which explains why OBC rural households have a much lower level of living standards than Other households. Occupational structure is also important, but not as much as education. The characteristics and coefficients effects of education contributes 12.4
and -2.4 percent respectively to the living standard gap.
Among the control variables, land owned, household size, and age do not have contribute 9 As seen in Table 1 , OBC households are smaller in size than Other households, and our analysis suggests that the likelihood of a lower living standards is positively related to household size.
significantly to the living standard gap. The characteristics and coefficients effects of land owned contribute 3.8 and -4.8 percent respectively to the living standard gap. The coefficients effect of age structure (age and age-squared taken together) is not significant while the characteristics effect in positive and significant, though small. For household size we find the characteristics effect is negative, and the coefficients effect is positive and large. Household size differences reduce the living standard gap, but differences in coefficients increase the living standard gap. We now examine the determinants of differences in living standard between SC and Other households in Table 6 . For the rural sample, the aggregate characteristics and coefficients effects for SC households are very similar to OBC households (first half of Table 6 As in the case with rural households, the aggregate characteristics and coefficients effects for urban SC households is very similar to urban OBC households -the characteristics and coefficients effects contribute 70.6 and 29.4 percent of the living standard gap respectively (second half of Table 6 ). The characteristics effect of education explains much of the living standard gap, contributing 42.4 percent to the latter. The coefficients effect of age also contributes 39.3 percent.
The characteristics effect of occupation contribute 11.5 percent of the urban living standard gap for SC households. Other variables have little role to play in explaining the living standard gap.
Locational factors have a minor role ro play in explaining the living standard gap.
Finally, examining the determinants of the living standard gap for ST vs Other households, the aggregate characteristics and coefficients effects for rural ST households is 53.5 and 46.5 percent respectively (first half of Table 7 In the case of urban households, the aggregate characteristics and coefficients effects of ST households contribute 66.8 and 33.2 percent of the living standard gap (second half of Table 7 ). As in the case of SC households, the characteristics effect of education and the coefficients effect of age dominate all other effects, contributing 36.3 percent and 32.2 percent of the urban living standard gap respectively. The coefficients effect of education explains only 0.7 percent of the living standard gap.
The characteristics and coefficients effects of occupation contributes 11.2 percent and -5.4 percent of to the living standard gap of urban ST households.
The overall findings suggest a rather murky picture of social justice in India. In urban areas, the decomposition analysis suggests that the characteristics effects dominates the coefficients effect, 
Summary and Conclusions
The By employing regression estimates of per capita expenditure and an Oaxaca decomposition analysis, we study how these differences in living standards arise. We undertake the decomposition analysis separately for rural and urban households, as the underlying causes for the differences in living standards may be different rural and urban areas. Using a decomposition equation we can explain differences in living standards in terms of differences in characteristics (characteristics effect) and differences in the coefficients (coefficients effect).
We find that the causes of the living standard gap between the Other Backward Classes and Note: a) Standard errors in parentheses. b) ***, **, and * denote significance at the 1, 5 and 10 percent respectively. c) Share is the percentage of 0.183 log-points in rural, and of 0.295 log-points in urban. Source: 55th round (1999 Source: 55th round ( /2000 of the consumer expenditure survey of the NSS. Note: a) Standard errors in parentheses. b) ***, **, and * denote significance at the 1, 5 and 10 percent respectively. c) Share is the percentage of 0.299 log-points in rural, and of 0.453 log-points in urban. Source: 55th round (1999/2000) of the consumer expenditure survey of the NSS. Note: a) Standard errors in parentheses. b) ***, **, and * denote significance at the 1, 5 and 10 percent respectively. c) Share is the percentage of 0.387 log-points in rural, and of 0.389 log-points in urban. Source: 55th round (1999 Source: 55th round ( /2000 of the consumer expenditure survey of the NSS.
